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Alaska Airlines, Inc. (“Alaska’) and Horizon Air Industries, Inc. d/b/al Horizon Air
(“Horizon") -- both long-standing code-share partners of Northwest Airlines, Inc. (“Northwest”)
-- strongly support Northwest's Application, filed May 5, 2000, for two beyond-perimeter slot
exemptions to operate daily nonstop roundtrip service between Ronald Reagan Washington
National Airport (“DCA”) and Seattle-Tacoma International Airport (“SEA”).

Northwest’s proposed service would provide very substantial domestic network benefits
for the entire northwestern portion of the United States and Hawaii, while simultaneously
creating new competition in multiple monopoly markets. United Air Lines, Inc. (“United”) now

has an effective monopoly in the Washington, D.C.-Seattle market. Approval of Northwest’s

application would provide sorely needed fare and service competition on this route not only from




Northwest but, through the Alaska/Northwest code share arrangement, from Alaska as well.
Since Alaska expects to code-share on Northwest’s Seattle-DCA flight, approval of Northwest's
application means that Pacific Northwest-DCA passengers would receive the unique double
benefit of two new carriers -- a greater increase in competition on a per slot basis than any other
applicant can claim. Passengers in no fewer than 38 western cities would aso receive single
connection, online service to and from DCA by Alaska and Horizon on a code-share basis in
addition to service by Northwest itself. Many of these cities have never previously enjoyed the
benefits of one-stop service to the Washington, D.C. area, and others are currently captive to a
single carrier unconstrained by competitive forces.

Consumers Throughout the Pacific Northwest And
Hawaii Will Benefit Substantially Under Northwest’s Proposal

The statutory standards for alocating the twelve new beyond-perimeter slots at DCA
reflect a decidedly pro-consumer and procompetitive orientation. See 49 U.S.C. § 41718(a).
The first two criteria, for example, direct the Department to select carriers that will “provide air
transportation with domestic network benefits in areas beyond the perimeter . . .” and that will
“increase competition . . . in multiple markets,” thereby promoting consumer welfare. Id., §
41718(a)( 1) and (2). Northwest’s proposal fully satisfies these criteria.

A. Northwest’s Proposal Offers Significant Domestic Network
Benefits Throughout the Pacific Northwest And Hawaii

As Northwest stated in its Application, Sesttle is the fifth largest domestic market
currently lacking nonstop service to DCA. It is the heart of the dynamic, “new economy”-driven
Pacific Northwest, one of the fastest growing areas in the country. From its Seattle hub,

moreover, Northwest and its code-share partners, Alaska and Horizon, currently offer nonstop




service to 38 additional western cities, including cities in Alaska, Washington, Oregon,
Cadlifornia, ldaho, Montana, and Hawaii. Most of these cities are the very type of small and
medium sized communities whose air service Congress intended to improve through the "AIR-
21" legidation. And air service to these 38 cities clearly would be enhanced if Northwest's
application is approved, for they would each gain new single connection, online service to and
from DCA via Seattle. Indeed, thirteen of these cities, located in Alaska, Washington, Oregon,
and Idaho, would receive one-stop service to Washington, D.C. (DCA or IAD) for the first time,

and another three cities would receive one-stop service to DCA for the first time.

B. Northwest’s Proposal Would Increase Competition In Multiple Markets

The Northwest proposal would also increase competition in multiple markets. The only
carrier that currently flies between the Washington D.C. area (DCA, 1AD, or BWI) and Sesttle
on a nonstop basis is United, which operates four nonstop round trips per day between IAD and
SEA. Northwest’s proposal would provide much-needed fare and service competition to United.
Not only would Northwest compete with United on this route, but so, too, would Alaska on a
code-share basis. Since Alaska will have the ability to determine its own fares for passengers
flying on the “AS’ code, three competitors rather than one will vie for passengers on what is now
one of the most dense monopoly routes in the country. No other application would create two
new competitors with a single pair of slots. By virtue of its code-share arrangement with
Northwest, moreover, Alaska will establish a presence in the Washington, D.C. area — and the
East Coast — for the first time, thereby providing new competitive entry at DCA and on the East
Coast.

In addition to providing competition in the Washington, D.C. - Seattle market,

Northwest’s proposed service would also provide the first competitive one-stop service to




Washington from five western cities which are now serviced by a single carrier; it would provide
the first one-stop service to Washington for an additional thirteen western cities, and for another
twenty western cities it would provide an additional competitive one-stop option for travel to and
from Washington. Through Alaska's and Horizon's extensive networks in the western United
States, passengers in scores of small, medium, and large cities will obtain single connection,
online service to and from Washington.

. Northwest’s Proposal Fully Satisfies the Remaining
Criteria for Beyond-Perimeter Slot Allocation at DCA

The two remaining statutory criteria for beyond-perimeter slot allocation at DCA direct
the Department to select applications that will “not reduce travel options for communities served
by small hub airports’ within the 1,250-mile DCA perimeter, and that will “not result in
meaningfully increased travel delays.” 49 U.S.C. §41718(a)(3) and (4). Again, the Northwest
proposal fully satisfies those criteria.

Alaska and Horizon understand that Northwest has no plans to reduce its existing DCA
services to any airport within the perimeter if the proposed new DCA-SEA service is
implemented. Travel options for communities served by small hub and medium hub airports
within that area, therefore, would not be reduced under the Northwest proposal. Similarly,
granting Northwest two exemption slots at DCA would not meaningfully increase travel delays
a DCA, SEA, or anywhere else in the national air transportation system. To the contrary, if
Northwest’s proposal is implemented, travel times will be reduced and convenience increased for
thousands of passengers traveling between DCA and Seattle and between DCA and scores of
other western cities via Seattle. Not only will these passengers save time and expense at the
Washington terminus by using close-in DCA rather than IAD or BWI, but their nonstop and one-

stop options will expand dramatically.




[l. Northwest’s Proposal Offers the Most Benefits at the Lowest “Cost” to the Department

Alaska and Horizon recognize that Northwest’s application is one of many applications
for the twelve available beyond-perimeter slots at DCA. At least eight other airlines have
applied for beyond-perimeter slots for nonstop flights between DCA and western cities such as
Los Angeles, San Francisco, Salt Lake City, Denver, and Las Vegas. But Northwest’s
application is unique in at least three respects: it is the only application for nonstop service from
DCA to the Pacific Northwest; it is the only application that, through code-share arrangements,
will create two new competitors instead of one; and it is the only application that seeks only the
minimum number of slots (2) for daily roundtrip service.

The benefits of Northwest’s proposal are clear. One of the largest long-haul monopoly
markets in the U.S. will gain two new competitors, numerous communities in the West will gain
new or additional one-stop service to and from the Washington area via Seattle; and meaningful
competition will be brought for the first time to many other city-pair markets. Significantly,
these benefits can be obtained by granting Northwest only two of the twelve available DCA
dots. Ten dots will still remain for allocation to other carriers and other western locations.
Indeed, Northwest’s application is not mutually exclusive with any other application, because the
most slots that a single carrier has requested is ten (by America West). Granting Northwest’s
application, in other words, provides all of the benefits described herein without meaningfully
sacrificing the benefits of proposals by other airlines. In colloguial terms, the Northwest

proposal offers “the most bang for the buck.”




Conclusion

For the reasons stated herein, Alaska and Horizon respectfully request the Secretary to

grant the Application of Northwest Airlines, Inc. for two beyond-perimeter slot exemptions at

DCA.

Respectfully submitted.
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